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TRUAGHC IR 15 A and B, F81 ko

There heve haen certuin significart develcpmerts ir *he iirest’ -n
of settlement of the Arglo-Irerian o!1 dispute siice ao-r val oF o

1. A consortius of 1 compaples (405 AT10; &0% Anerisn . LT SR TN
2604 rell and Compagnie 7rarealese €8s Petrolen) is »eing cisgissad in
iLnndon., "Phis consortius vher oresarized wil® open nezotiation- ittt 4ne
Iraniar Government tc retirr Iranien ol to world markets and trus S
ide Irmn with subatentla’ revennes from -8 oil PR RITO6E,

il
a
o

2. ¥ormal diplomatic relations have heer restored hetwsorn
and 1T.¥,

3. The Iranian Parliexzent elested urder : ngsadeq dap bwwr din-
banded, while control ad wlsstions for the Sepate and Hajlee e Woen
cordneted with remarkahle saugscess for the Government's slate . cmsil—
dates snd with little discrder in $nhe entry.

4. An eminent Americsn o1l exgert, sr. Torkild filever, :+3 hez
nired by the Tranfan 3owernsent as 2 apecial advismer for 511 re tter:,

here 1s some evidence thas top Iranlan officiale ka « icg ire:
greater understanding of the cumplexities and realities of thi ~ste -
national oil hasiness duri:s the pant montns of “educstion’ By . iarbe-
Hoover, Jr., U,3, Ambagesd >+ Hendersor eand ar e€xrtonsiie GPOPERFE IR reiEe
palgn by CIi aed V514,

6. Although there are still great pslitical and psyeholisical
factors ir Iran which eculd disraot any o1l apreement whieh w3 .14 Af mar
reasonable 4o Internatiopal oil companies, there now exiasts tzs aoat
favorable atmosphere for wich a settlement for three yeers pigt or [
the foresesadhle future, (¥ 7°F: last minute develommernts will sa add:d
to this section, briusire 1% un to éante.)

PARAGEATE 15 @, ¢4 §unn

hg €5 the question ¢ copsidering uniinteral actisr with T-an 1
there ieg no o1l setitlement hy April 1, 1954, it wiild seen tha- such
action, ever 1f uractiondle, wmid be out of order while ghe crirreng
neagotiations are ir nrogrece ard sheild only be conaldered wha 't 3 SRR
that the nes-tiations hase Talled,
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FRGUWMSTTATET 0 PACGATETE 15, ¥R 502

It is reccoagendad that the date of April 1, 1954, be cgherrad 2o
June 1, 1954, {a Paragreph 15 @ of 930 5402 (;mxraaa 3f Astion,, o Mals
puragresh wonld then ramé, "I sugh a sstilement has not Heer resghod
by June 1, 195%, review of 7,3, poliey stoward the prodieam ...%1: 21w rg
glving consideration ¢ taking independent agtion withalin {rmr, ‘5 crier
to bping about a resusrtion of rewnusas frosm itz 0t} resoPaes. ...

Heforence in wuede Lo Lhw “Tedusmendition for actisn ay (s o
Hargh 18, 1954, submitted to the LB by the OCB warkias t-oup var )
s5402. A copy of thia ir hereta attached.

T

PRAAGUA R 16, SO SkoZ

dipce approwval of &0 9402, Iran hag bBeen granted « 4Ll is: ds s

sdiditione]l exergengy ecopsmic ald., This brincs to & tota™ nf 31 2 ie-

dollars the emerzeney nid ranted the Zahed! overnment hr the ..

&8 to the desirmbtlity of providing economic ald 1. he [ =m &7
loans, 1t wae not possiblae, ln view of the wurgerey of Irants asead
Maroh to awalt the electisn of a M iils to exsider aceepuing = for-

eion loan, it is the isw of Iran theat foreisz loans mist repeive :ilis

aporoval, The :niliz whian bad been convaped under dHonssosq nail bees
disharded and sthe new “aills tmd not hean convened whan the tze!l fir
additionnl ald wr most preseing. In saddition, it is srohable ihal 1t

would be politienliy wnwise to pranoss consideration of a foret:n toag
By the firat basinogs of t-e rnew Heilis,

Althouweh it wsay not e necessary to extend further enericroy eonnc.

mic Aald to epable the ‘ehedl Soverrment t5 meet itz budgetary oofleii
prior $o Juns ¥, 1954, there is no certainty that thim will os the
cade, Leatest advice i:diagn‘es that awilable ald will he bara!v sive
figient wntil June 15. 1a any svert short of a resumptioc: «f 11 1 ve-
qieg, 1% 815 qalte Likely that zdditione]l ald will bave o be aule
available {n May or Jane in order that ths ZJahedil Gevernment ~i-1 1: iz
& position to meet 1is hui*ata.ry reguireaments io the period lazedlisiely
fallowing June 30, -r Placning porposss, it 1s orohebly sesesuary 3o
aseume a requirement for sePeeney econoaic ald of apowroximagasl;r i
million per momth, urthearsore, it must be rocognized thit tz2i: sure

feney egonomle ajid acecmylishes 1% sursese only as it csi he srans nte:

tntoe the acgoialition of 1.0rY currency by the Irealan Uovernsa t, At
tha procedures wunder wilan the atd is made amilable are vxtrsacly

important, spd unliess the speciml procedures eaployed in comngetin wit:

the recent £ million srani are applied to future aild, dellar aid %i1}
have to be made zvalladle several xonths in advance of %She dntas ww
the Government ~f Iran i sxpected tc require the rials,
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RECOMMENDATION CiTAGIETY 16, 1SQ 502

It i regommendes $7:t no ohenses dHe zade.

PAHAGHAIN 17, ¥S¢ §u00

BO¥E: Pus s draf¥-¢ this section. Hentl o will rleo ¢ @ 'e
to propaganda support coiirivited Yy Uila.

RECOMMERDATY OV, CIWAGTAYY 17, 1 3C S402

It e reccmmendesd $3it no chirse he :sadw.

PARLGEAVH 18, EBY 3402

‘#all coasultatios N Deen seintained with $he v, on 4l %) ni-
flcant .4, moven townrd settlomest of She o4l dispute 214 provisi-n o
economic and technical ald $ Irar. AlShouzh thers are certain cMiata .. -
ing prodlems e8til} under ¢iscussien betwesn the two zoveramenis ani hHe . 2
Ameriocan axd Britisk oi) companies, ''.5.-7.%, relations have not Rien
unduly lapaired nor has the LK. Been permiited to veto any ~otien
which She .5, hae consliered asgertial to the achlevemert o the b -
tives set Towvth in ¥5C $L02,

Althosgh thers ars ~1ill gres$ obsltacles to overcome, i rts &9
have the British nnd ira 3zres $3 a practical and equitable solud . wm
of the o!1 problem at the sarliest sossitle mouent have beesn wurke i by
sucenss on the feollewing rajor polnta:

1} AIOC fsvitation to five Aaerioan oil companies, <oyw. mg:n
Shell and tuupagnie Frazcaise des Petroles te form & cocsartiaz to
handle Iranian 211.

2) AlGC seceptands o7 not mare thar a 40» share in the conso-tim.

3 British acespimuce of the prisciple that the tota)l Fritis:
share (Including British in%ereat in the Shell Jompeny's «here ma- no
e & controlling peramath e of $he csmsortium,

Un several cocAsianse sinee mporoval of H50 S, the ..., SO Pk ,

hag recelved assurasces of full .0, sugport to the Zahedl Gueverow g,
There is & alique of Irarian piliticians who have local rapuzatiim of
being British azents. hey have mot ¢oncealed thelr antaceniswm to
Zahedl ard their desire t: replace him with one of their iualer, ;i
of esurse, &lways pessible that thao !'.%, Joverament is inspirin:z € .ne
intrises, it it seons pore likely, in the considered juigment of .5,
Emhasay and “tate Depsrthent observers, that those Iranian puliitis ans
are merely actin: oo their own initiative ir mrsuarce of the!r per aone

=

; - :.’% ¥ i
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asbitions. Ir elther sese, one $alags is certain, there !'s Iruul-
ficlent evidence of dalibarete 7.7, Government inatipatio % ard -
sabedi intrigaes upon which $o base any protest.

on January 23, 1954, the Atforney General expremsed txr solmoon
that participation of Anerican oi! companies in the apecifivc ardasnel
corsortium to eontract «ith the Government of Iran withia tie are. of
the former AIOC comsessicn for production, refinin: and roqrisit§ of
petroleum a:d petroleus products, would not in itself co.etitute
violation of the anti-trust laws, This made it unnecensary 7.r %
President $o use hiz authority t¢ apprave voluntary sgre=meris o
Zrams uader Seetion MA (a) and (9) of the Defense Vrodustiorn rey of
1950, as amsended. {i'ri: The adove sectlon will e Brought p 4. dafs
a8 necessary prior tn being eubmitted to the OCB.)

RECOMMEEDATIONS ~ TLiAgArE 18, ¥3C 5k02
Is is recommerded 1o chinge de made,
se 19, 20, vn3 502

™he Jepartmert of Dsfense is drafting this secti:n.

DRCOMMZTIATION, SATAGIA 1S 19, 29, XSG Sk02

It 1w repompendad srat no ehange Ye made,

PADAGRAPH 21, ¥5C 5432

Ambdassador Henders o bBas been instructed $o infors the ~ah Lnt
the 1.5, and U,¥, are i agreaaspt that Iran's arsed forooo 3noul: man
eapabilities beyond thae of naiptaining interna) security. sl Faroo
ghould he develoned -raduml’y and with dus eare ot to cvervirden Dra

BCONOWRY »

As to Iran'e jolaing in reslonal defense arracgesmerts, the $-na =
nade clear in conwersati-ns with Yice Presideant Fixor, rmbaisad-z
Henderson asd 1,5, m1litAry rdvisers that it is presature lir Irs %o
enter such arrangere-ts. HNowaver, he hae expressed & hupe Invt, 3 I=

arned forces gevelop 3 =pability to mals a sisifiennt cumitrifion

reglonal defecee, % wil” be possidble to move in the direction a4 nili.
tary cooperation w!sn I-ar's neighbors. “he .3, U.H. and Pk sh
Goveraments agree that this (s net an amropriate tipe to jresg {-r iv
dinte and, of recessity, pedile Iranian participeiion 1r rizional def
as well as by !ndivideal couniry defense considerstions. :

Througs the provisicn of grept wilisery ald and breini~g, e Joo
Governnent is smaisting Jran in developing military eapebiiiiy wioh

4

;;"f~_’:% * ¢ B £ -
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would epable %t effactively to enter into military eooperaticn witn it:
neighbors and 1o emter Into any regional defense arrange.enl: shici: -
be developséd for the diddle sast.

Ambassador Hendersan and his Enbassy Staff, consthntly 1. 204 Lhei

with high levels of the Irapian Gevermment, bear in mind the desir:hil.

1ty of strengthening iz iraz the ability and desire of tie I aniaz
people to resist carmualst pressure. “he effect of their ij l.eng. oa.
not be measured, “hut {1 ip motoworthy that the Shah, Prire Hiniste-
Zahed! and most leading mesbers of the Goverpment are fundasentall.
anti«commniat,

The 3Shah ard Zahedl hoth realize the need $to demcnstrats to %.e

lrapian pablic the benefits of & pro-western attitude and the impo -tasn -

of directing nationalist feelingss into cousiructive channels. amger
chstacles to a sucoessfu’ program in this directicn are:

1) Paslure sco far ¢c idprove the extresely low levels o1 iivw Y
of the great Wlk of thie populatioaa,

2) The historfoal congeatration of the control of #olitical :nd
economis activities in a comparatively small number of leadis; fan 1ie:
who have consistently, although disunitedly, resisted the efsorte 7
politieally ambitious urban middle class elessrts to bromien sartl o ipe.
tion Ain the control of these activities.

3} Yhe political inexperiende aud lack of discipline of tze jajlic
the meabors of whioh for the aost Jart represent the ralisg eristos-ecy,

and tend to support individumls rether than programs or principies.

4} The Shah's deep suspiofons of any strong Srimse Xinlster s .. hi:

resistance to Hajlle atteante to sontrol the Sxecutive 3rmnpel o e
Governuent,

The FUA Program hue oontributed to faplenentatien of this soli.y
by giving constmctive ssployrent to yomz educated Iranicms who ai-&t
otherwise have been frustirated, unemployed and prey for a-{titors,
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3

8 24, B50Q 5402

It is recommendad tat no chal:ze be made,

PARBAGUAPH 2§, N3G §402

The Joint Chisfs of isaff (in thelr 1714/55) mparoved G1i%idii ‘s
CP3 “lmm 207-54. This plan talws Into aeaocunt possible allitary aetion
in Iran in sopport of a nn-Commini et Government in the event oiiner
an attexpted or an actual Commnist ssizure of power in ore 42 nare of
the provinces of Irar or “chyan, This plan provides for reemiswer
1inimon with the United Ringdom prior %o ite exegution,

25X1

PARAGTATH 25 e, K3C §bI2

1. V¥nile plans for 3., actior in the sontingesdy Toresse: in
Paragraph 25 are deing studied in the Departaent of S4ate, 1t sas Beon
oonsidered undesirable 2t his time to discums sush plans 13 suass
friendly Delegations at the .. or with the Secretary Gmgemal o 1, .

2, A5 & situmtion developa in which it ie sonsidered den:rshie 50
coneult with other nations ca plans £ or poesible Ui.¥, meticn, ‘re woy =
probably firat raise the mutter on & conf idential hasig with e LR
Governaent. Sinee both Tarkey and Pakistan wowld undoubtedly % ocom.terie
at slgns of increasing Cusunist iafluemes in iran, 1% nisdt 8220 be
deairable, as the sitmation deteriorstes, to consult with Turimy snd
Pexiston in resmrd to concsried plags for Ui.%, action in the e Tinge ey
foressen in Paragraph 25,

3. As affairs grow Progresaivaly serious in Iran, and therre ias
evidence of increasing Comsunisg subversion, it mizht be danireblie !
sdvise ths Iranian Governsgnt to prepare and submit a shord "Giatus i oper:
to the Seoutiry Coumoll, for the information of all U.F. mecbers, aner
the heading of the "Iraaiaa wmesti:n® which has remained sizae 1346 (n
the list of matters with wRich tas Jecurity Coungll is selsod, ek -
report, while 1t need nat 4217 Fir Jdebate or action, could cerve us &

rs
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varaning si,mal1 to the zeabers thrt the 2ituation nisnt agop ragn: ~e
some U N, petion,

b, A mors positive stes wonld be to angoursge the [ranian {.ver.
aent to reguest the disiateh of vbservers to Iran's northe:s frogiier
areas by the "N, resce Ubserwifon comiission., Thae Pit, g4msisting
of the repressntatives o' fourteen N, souantries at How Yark, wa:
6otadl ‘ahed as a Wrt of the Uniting for Punns nadiinery ovasted -y 5 -
General Azseably in 1ga resolution of November 3, 1950, It is eM sow-
ered’ to "obaerve amd repors on the sitamtion in Any area viwre fhora
sxists internationm] Sension, the eontizuance of wnioh 1a lively .5
endancer tho saintermnce of internaiionnl peace and security.* Fa
POC ean be "atilized”, st the reqiest or with the conment of ine Sete
2* siatew in vhoss territory obeervation would be comduoted, !ty - b3
the Seourity waunell, by the Genmwl Assendly, or hy the Interis : mi
tee (Little Ansesbly; when the Assexbly 1teelf is not In sers] FE S T
observers would Feport $o the Peare Obserwation Conmissim, :r g
Subcomminsion thersof, ani any vorsening of the situmsion trarealtar
sould be brought quierly to the attentien of aither the |, IRty
Counsil or the General Rsoeably 12 the forn of suca usbserver re33pia.
It eould, of géourse, be ¢ssential to ensure that U.X. oBserwvare uhilles

for possidle duty iz Irsn were of a miionality acosstable b, the V-V N
Goverament. (It is worty of note that the {nitial Iy, eourity oume

action in tha face of the Sommunist invasion or the lepublic o Ep-aa
in 1950 was taken on the dasis of Im-~the~8p0% 1.5, observsr e 5 o Uy
not sim;aly of eharges ande by the lemdlie of Korea or hy the nig o
States.

5. A mors far-reaering type of action, should the Iranja- 811 i
tion further deteriornte; would be to dring before the ', trarger toa
the political 1nds erdenge and tarritoriar integrity of Iran vare Yaing

Shreaisned, tnat the &xtharity of the lepitimate Iraniar s+ uont was
belng underained in some parts of the enuntry by an exte rnal Tresun; rée
novesant, or that ihe iasit isnte Izantar Govermment had been A 3a 1. AT
by fllegal seans, Such & sisuation aomld be presented to the ' .,

Secupity Council or ghe General Assombly {and the latter BiIgET he & 1le
iato epsclal session if necensary) as & direet smpd lmmedinte threet ;o)

t5 the Independenss or o Y.%. Hembar nation and th the peme e ewurit.

of the Kiddle Rant,

The exnct nature of such chargma would, of asurse, de end 100n une
sltunsli-n sxisting at the time. This would also dbe true % tEe nakie

of the remedial or cauater action te de sought. adamong the Bensures ~his.

might bs coneidered ars: (&) & .%, o&ll to she offending pariy to
"cenee and deslst ip ii4 illegal efferds to updermine the Sovsrooen:
of Iran; (b) & ¥, "eondesmation” of the offerdins party as gty .r
violating the Charter or 43 20t of aggression; (e} & cosaidie oni
1o U.¥, Hemders ts remder Bu3h AsSigtance and support to the legitin te
Governuent of Yren as thay sight be in & position to provide. {neh

{0
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& resoludton would grovide the atamp of 11, %, apwroval Tor varig s t;
of direct aid which the United Itates and other like-minded nat s
night wish to pive 55 Iran under saeh oomditions); or (d) = eal 1o
the asrplicetion under ! .4, auspices of "goallective BEASUres’ , = & i,
and scone resardsdi As zost useful under the elrcumstanaes,

Although State[ |and Defense are prepared to enter - isg ssde:
with aporogriate ... ragresenW:tives concerning each f Lie aly s¢ ;i ¢
sueh disounsions have nost yet bheen conmenced,

BROOMMEWDATICN PARACRA >3 2§, F3C SHO2

It is recosmendisd no change de made,

The Joint Chisfs ' Staff have desigonted aad provide! aldsage or
& represeatative to partigipnte in Politichli-nilitary-sconxaic § laou;:
nions to establish a recommended United Stetes positior in oregs-ati
for $alke with the British Goverssent under the provisionm =7 $Ria«
paragraph,

In view of the nlghly delieate neagotisations regarding as ip.unia
041 gsetSlenent helnz cerrisd on at the present tlam, apmremches o %
British regardings liaiecn are beingz delayed.

EECOMMIOWT [OFs P4 AV 26, N9Q 5002

It is resssmmended no chanre Be nads.

PARRGRATH 27, %S¢ 5k02

25X1

EECOMMENATIN, “ATAGRA ™ 27, HSC 5402

It i3 recomasnded n> change de nade,

g
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USIA has expendsd 1ts program to include the sassignment uf off . ocer:
to the three consulates i1 iran and step up its program ir tis 7iel. of
press relations, distrimution of news, library services, ete. 1t 1.
extremely difficult to semeure the full effect of thls prozrar, "t i«
iz olear that, througn 15IA efforts, a signifioant amoant of pretery .
which is considered useful %o U.S, surposes in Iran is distriluted :

read by the lncal people.

RECOMMENDATION 21 340BATH §2, 1SC sho2

1t is recommended that nc chan,® be nade.

PARAGRA™Y 23, W3Q ShO2

The 11,3, Embassy at Tahwn: has besxr requested to rapart vpon liacia.
Government planning to cagrry cut or propose for new legisl ti:z aay
financial, judieinl, admizlotrative and other reforms., 51-ce tie Le-wdd
Government has been primarily concerned with the establiskyent and ssin-
tenance of security throughout Iran snd with preparations for asgobistis:
a settlement of the Argle-Irmnimam ofl dispute, 1t has been unidis t¢
#1ve much attention o0 reforms. The imdassy has deea instructsd to
encourase, whenever pcgsihile, the preparation of as Ilraniar Gerorhme .t
refors prosras to presest %o the Hajlis when it convenes. Thadre are
available froe the revorts of previcus advisory missione tc Iin and
from tax, land reform ard aimilar experts now in the employ off A, .ians
and programe which could be used by the Iranian Jovernment as = msis
for preparation of necessary legislstion.

The 3Shah has not desisates a sucosssor. Probably the main rea:m
can be found in his suspicica of ang sueh successor. Ambassador Henlers -
has been instracted to press upon the Shah, whenever an approp-iste
ocoasion appears, the deasiradility of desicnatlsng a successar. “o dita,
howsver, there is no indlontion that the Shah will do mo., (Wit%: @
is drafting an addition $o this seection,

RECO

I% is recoamended thai no changs be mads,

PAMAGRATH 24, ¥5¢ 5402

25X1
25X1
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